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“ For  the  value  of  money,  in  general,  is  the  quantity 
of  all  the  money  in  the  world,  in  proportion  to  all  the 
I trade.”  — Works  of  John  Locke,  Vol.  V.,  page  49. 

“ Price,  therefore,  is  the  value  of  any  given  article,  in 
the  currency,  by  reference  to  which  that  article  is  meas- 
ured ; and  must,  of  course,  be  varied  by  any  variation  in 
the  quantity  of  gold  or  silver  contained  in  such  currency.” 
— “The  Question  Concerning  the  Depreciation  of  Our 
Currency,”  Huskisson,  page  4. 


“The  demand  for  money  is  regulated  entirely  by  its 
value,  and  its  value  by  its  quantity.”  — “Principles  of 
Political  Economy,”  Ricardo,  Chap.  XIII. 

“ A reduction  of  circulation  must  tend  to  lower  prices.” 
— “Lord  Overstone’s  Tracts,”  page  202. 

“ Prices  temporarily  may  rise  or  fall  independently  of 
the  quantity  of  gold  in  the  country ; ultimately  they  must 
be  governed  by  this  quantity.  Credit  gives  a certain  lati- 
tude without  rendering  prices  ultimately  independent  of 
gold.”  — “ Investigations  in  Currency,”  Jevons,  page  32. 

“ In  this  sense,  to  say  that  the  quantity  of  money 
regulates  prices  is  only  the  same  thing  as  to  say  of  any 
article  that  is  bought  or  sold,  that  its  quantity  is  a mate- 
rial factor  in  determining  its  value.”  — “A  Chapter  in 
Standard  Money,”  Giffen. 
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THE  GOLD  STANDARD. 


Perhaps  no  single  force  has  wrought  so  ceaselessly  and  yet 
so  subtly  on  man’s  destiny  as  that  mysterious  influence 
which  causes  variations  in  the  value  of  the  money  with 
which  he  buys  his  daily  bread.  There  is  a passage  in 
Alison’s  History  describing  the  working  of  this  mighty 
power,  which,  though  it  has  been  often  quoted,  still  retains 
something  of  the  freshness  of  originality  : — 

“The  two  greatest  events  which  have  occurred  in  the  his- 
tory of  mankind  have  been  directly  brought  about  liy  a 
successive  contraction  and  expansion  of  the  circulating  me- 
dium of  society.  The  fall  of  the  Roman  Empire,  so  long 
ascribed,  in  ignorance,  to  slavery,  heathenism,  and  moral 
corruption,  was  in  reality  brought  about  by  a decline  in  the 
gold  and  silver  mines  of  Spain  and  Greece,  from  which  the 
precious  metals  for  the  circulation  of  the  world  were  drawn, 
at  the  very  time  when  the  victories  of  the  legions,  and  the 
wisdom  of  the  Antonines,  had  given  peace  and  security,  and 
with  it,  an  increase  in  numbers  and  riches,  to  the  Roman  Em- 
pire. This  (jrowhxg  disproportion,  which  all  the  efforts  of 
man  to  obviate  its  effects  only  tended  to  aggravate,  coupled 
with  the  simultaneous  importation  of  grain  from  Egypt  and 
Libya  at  prices  below  what  it  could  be  i-aised  at  in  the 
Italian  fields,  produced  that  constant  decay  of  agriculture 
and  rural  population,  and  increase  in  the  weight  of  debts  and 
taxes,  to  which  all  the  contemporaiy  annalists  ascribe  the 
ruin  of  the  empire.  And  as  if  Providence  had  intended  to 
reveal  in  the  clearest  manner  the  influence  of  this  mighty 
agent  on  human  affairs,  the  resurrection  of  mankind  from 
the  ruin  which  these  causes  had  produced  was  owing  to  the 
directly  opposite  set  of  agencies  being  put  in  operation, 
Columbus  led  the  way  in  the  career  of  renovation  ; when  he 
spread  his  sails  across  the  Atlantic  he  bore  mankind  and  its 
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fortunes  in  his  bark.  The  mines  of  Mexico  and  Peru 
were  opened  to  European  enterprise.”* 

But  this  celebrated  paragraph  by  no  means  contains  the 
whole  truth.  The  contraction  which  ruined  the  Roman 
farmers  was  due  in  part  to  the  exhaustion  of  the  mines, 
but  in  part,  also,  to  legislation,  and  an  analysis  of  the 
course  of  history  seems  to  show  that  the  tendency  to 
enhance  the  value  of  money  is  a phenomenon  which  regu- 
larly appears  at  a certain  stage  of  civilization.  Mill  defines 
capital  as  the  “accumulated  stock  of  the  produce  of  labor.” 
Of  this  “accumulated  stock”  any  portion  can  be  turned  into 
money,  which  therefore  is,  in  reality,  stored  labor,  or  a 
form  offeree,  and  it  appears  to  be  the  instinct  of  the  owners 
of  this  force  to  raise  it  to  its  highest  intensity. 

That  they  can  attain  their  end  by  reducing  the  quantity  of 
the  circulating  medium  is  certain,  for  the  proposition  of  Mill 
is  self-evident,  that  “ an  increase  in  the  quantity  of  money 
raises  prices,  and  a diminution  lowers  them.”  Therefore,  as 
the  purchasing  power  of  the  standard  coin  slowly  augments 
under  his  manipulation,  the  creditor  is  able,  by  a subtle  and 
almost  imperceptible  process,  to  absorb  the  profits  of  the 
producer,  and  to  appropriate  the  property  of  the  debtor  ; or, 
as  Prof.  Taussig  very  accurately  observes,  to  participate  “ in 
the  improvements  of  production.”  As  values  dwindle  the 
power  of  the  suction  grows,  and  it  was  accordingly  an  ex- 
hausted vitality  which  was  one  of  the  most  striking  phases 
of  the  decline  of  the  ancient  world. 

Unlike  the  G-reeks  and  Jews,  the  Romans  were  not  par- 
ticularly gifted  with  the  commercial  instinct,  and  long 
remained  a poor  and  frugal  people,  using  a copper  coinage  ; 
silver  was  only  introduced  in  269  B.  C.,  just  before  the 
Punic  wars,  nor  did  the  precious  metals  become  abundant 

^ “ History  of  Europe,”  Vol.  I.,  page  31. 
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until  after  the  fall  of  Carthage,  more  than  a century  later. 
Between  the  death  of  Cato,  however,  and  that  of  Cicero  in 
the  year  43  B.  C.,  a complete  social  revolution  took  place. 
Treasure  poured  in  from  many  conquered  countries,  the  ac- 
cumulations grew  to  bo  vast  under  Julius  Caesar;  and  under 
Augustus,  when  the  civilization  culminated,  the  flood  was  at 
the  full,  and  the  currency  was  made  bimetallic. 

Meanwhile,  natural  selection  did  its  resistless  work. 
Masses  of  capital  were  concentrated  in  the  hands  of  those 
who  were  economically  the  strongest,  and  a fortune  of 
$300,000  was  thought  poverty  by  the  wealthy.  Even  so 
late  as  the  fifth  century,  families  of  the  second  rank  had  in- 
comes of  that  amount.* 

Of  all  the  ways  under  the  empire  in  which  monied  capital 
could  be  employed,  none  seems  to  have  been  so  lucrative  as 
usury,  for  the  structure  of  society  favored  the  trade  of  the 
money  lender.  At  home  politics  engulfed  fabulous  sums. 
Mark  Antony,  while  still  a youth,  owed  $250,000,  while 
Ciesar  owed  a million  and  a quarter  before  he  held  an  office. 
Added  to  this  was  the  general  extravagance ; a man  of 
moderate  fortune  like  Cicero,  for  example,  usually  lived 
beyond  his  means,  and  was  in  constant  difficulty  with  his 
creditors. 

Yet  Rome  was  comparatively  a poor  field,  for  there  the  rate 
of  interest  was  not  customarily  more  than  twelve  per  cent, 
and  was  often  lower.  It  was  in  the  provinces  that  the  rich 
harvest  was  reaped,  for  the  fiscal  system  was  so  oppressive 
that  the  inhabitants  had  to  have  money  at  any  price,  and 
they  were  sorely  squeezed  through  many  generations. 
Verres  lent  at  twenty-four  per  cent  in  Sicily,  Brutus  at 
forty-eight  per  cent  in  Cyprus,  while  Seneca,  vvdio  was 


’ Manuel  des  Antiquites  Bomainfs^"  Mommsen  et  Marquardt,  T.  10, 
pages  68,  69. 
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worth  about  $12,000,000,  made  usurious  contracts  in  Brit- 
tany.^ 

Jacobs  observes  : — 

“ It  would  be  easy  to  show  that  the  rate  of  interest,  com- 
monly one  per  cent  per  month,  and  frequently  much  higher, 
must  have  drawn  the  greater  part  of  the  property  of  the 
community  into  the  hands  of  the  few,  who  were  sufficiently 
dexterous  to  obtain  the  command  of  armies  and  the  srov- 
ernment  of  provinces,  and  thereby  to  amass  a large  share  of 
wealth.”  - 

To  evade  the  usury  laws  the  debtor  was  not  infrequently 
made  to  acknowledge  a debt  very  much  greater  than  the 
actual  loan,  as,  for  instance,  Herod  Agrippa,  who,  when  in 
Italy  and  in  want  of  funds,  signed  a promise  to  pay  20,000 
drachmas  though  he  only  received  about  2,500  in  cash. 
Mommsen  explains  the  effect  of  such  a system. 

“ Contrasted  with  (enface  de)  this  monied  aristocracy,  in 
whose  hands  capital  was  concentrated,  stood  the  great  mass 
of  the  poor  and  the  debtors,  and  the  middle  class,  inter- 
mediate between  the  two,  tended  more  and  more  to  dis- 
appear.”'"’ 

From  generation  to  generation  the  volume  of  debt  swelled, 
whi  le  its  burden  increased  with  the  growing  scarcity  of  gold  and 
silver  ; and  it  was  precisely  at  the  moment  when  the  dearth  of 
the  precious  metals  began  to  be  felt  in  falling  prices  that  the 

t 

government  entered  upon  that  policy  of  contraction  which  it 
persisted  in  until  its  final  collapse. 

Under  Augustus  the  silver  denarius  was  the  standard  coin, 
for  he  ordered  that  the  tribute  of  the  provinces  should  be  col- 
lected in  silver  money  and  transmitted  to  the  imperial  treasury, 
and  it  retained  its  weight  and  fineness  unimpaired  until  Nero  : 

’ See  “ Mommsen  et  Marquardt"'  T.  10,  page  7(5. 

- “ Precious  Metals,”  Jacobs,  Vol.  I.,  pag®  209. 

^ **  Mommsen  et  Marqunrdt^"^  T.  10,  page  G9. 


but  in  his  reign  it  began  to  be  systematically  debased,  and  at 
length  became  little  better  than  a copper  token  covered  with 
a thin  layer  of  the  precious  metal.  As  time  went  on  it  depreci- 
ated relatively  to  gold,  and  the  next  step  was  to  repudiate  it. 
From  the  time  of  Heliogabalus(221  A.  D.)  it  was  refused  in 
payment  of  taxes,  and  gold  was  exacted,  and  finally  the 
whole  currency  fell  into  confusion,  gold  itselt  apparently  hav- 
ing passed  by  weight  rather  than  by  tale.  Diocletian  attempted 
to  restore  silver,  but  without  permanent  success,  and  at 
length  under  Julian  (360)  it  was  demonetized,  and  gold 
monometallism  was  established  by  law.  Mommsen  thus  de- 
scribes the  chancre  which  was  then  made  in  the  currency. 

“ The  character  of  the  monetary  reform in  360 

is,  then,  the  change  of  silver  money  from  real  money,  having 
the  first  rank,  into  secondary,  or  token  money,  having  (at 
least  in  part)  a conventional  value. 

“The  piece  of  silver  which,  under  Diocletian,  was,  relativeh' 
to  gold,  in  the  same  position  as  under  the  republic  and  the 
first  emperors,  has  under  Julian  only  a position  analogous  to 
that  of  the  silver  crown  relatively  to  the  gold  sovereign  in 
the  English  monetary  system.”’ 

The  effect  of  this  gradual  exclusion  of  silver,  which  went 
on  growing  more  and  more  complete  for  a hundred  and  fifty 
years,  was  to  slowly  divide  the  monetary  substance  in  halves, 
thereby  enormously  enhancing  the  purchasing  power  ot  the 
portion  which  was  retained.  That  is  to  say,  prices  were 
artificially  forced  down  and  the  money  lender  received  a pro- 
gressively greater  share  ot  the  product  ot  labor,  until  at 
leno-th  the  life  of  the  Italian  farmer  became  practically  im- 
possible.  The  consequence  was  that  land  in  the  European 
provinces  passed  out  of  cultivation,  and  when  the  Goths 
forced  the  line  of  the  Danube,  they  found  the  empire  a shell. 
The  men  who  had  formerly  filled  the  legions  were  gone,  and 


' Histoire  de  la  Monnaie  Bomaine,”  T.  3,  page  160. 
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their  descendants  made  the  cowardly  rabble  of  Rome,  who 
could  not  be  brought  to  face  a foe.  Nothing  is  more  striking 

Cr  O C* 

than  the  ease  with  which  comparatively  small  bands  of 
Germans  marched  from  end  to  end  of  Italy  or  Gaul  without 
meeting  any  serious  resistance. 

Meanwhile,  by  the  middle  of  the  fifth  century,  there  w'as 
chaos,  and,  though  the  mines  were  probably  abandoned,  the 
drain  of  bullion  to  the  east  went  on,  so  that  by  the  time  of 
Charlemagne  it  is  computed  that  only  the  eleventh  part  of 
the  precious  metals  remained  in  the  west,  which  had  been  in 
circulation  in  the  reign  of  Augustus.  And  almost  the  first 
sign  of  returning  life  was  the  establishment  by  Charlemagne, 
toward  the  beginning  of  the  ninth  century,  of  the  silver 
pound  as  the  unit  of  his  currency. 

Yet  the  dawn  of  a new  era  was  very  slow ; the  ninth  and 
tenth  centuries  were  the  darkest  period  of  the  decline,  and 
though  the  Moors  reopened  the  Spanish  silver  mines,  and 
those  of  Germany  were  worked  more  or  less  successfully,  the 
supply  was  probably  not  greater  than  the  waste,  and  prices 
could  not  rise. 

It  was  not  till  the  year  1000  that  a change  came,  and  then 
a vast  economic  revolution  was  wrought  through  the  impulse 
of  religious  enthusiasm.  In  the  eleventh  century  the  valley 
of  the  Danube  was  once  more  reopened,  through  the  con- 
version of  the  Huns,  and  pilgrimages  to  the  Holy  Land 
began.  By  degrees  the  pilgrims  came  to  march  in  armies. 
In  1099  the  Crusaders  stormed  Jerusalem,  and  in  the  early 
years  of  the  twelfth  century  the  Latin  Kingdom  grew  up 
along  the  coast  of  Palestine  and  Syria.  The  effect  was  tre- 
mendous. The  Franks  were  thus  brought  into  direct  contact 
with  the  great  markets  of  the  east,  with  Aleppo,  Damascus, 
Bagdad,  and  Cairo  ; the  Arabic  civilization  was  then  in  its 
meridian,  and  the  eastern  trade,  which  has  always  enriched 
every  point  at  which  it  has  centered,  flowed  toward  northern 
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Italy,  with  an  ever  increasing  momentum.  Heyd  says,  “ The 
Levantine  commerce  took  a flight  during  the  crusades,  of 
which  it  would  have  been  impossible  for  the  boldest  imagina- 
tion to  dream,  shortly  before.”* 

Lombardy  and  Venice  were  the  seats  of  the  greatest 
activity.  There  the  spices,  silks,  carpets,  drugs,  gems,  por- 
celains and  works  of  art  of  the  east  were  exchanged  for  the 
wood,  iron  and  slaves  of  central  Europe,  and  the  woollens  of 
Flanders  and  of  France.  But  such  a commerce  required  a 
plentiful  and  an  elastic  currency,  for  which  the  metal  was 
lacking,  and  it  \vas  under  this  pressure  of  necessity  that  the 
modern  system  of  credit  was  born. 

Since  there  were  no  mines  to  be  discovered  in  Palestine, 
the  only  resource  of  the  merchants  was  to  increase  the 
eflSciency  of  the  money  they  had,  and  so  they  were  gradually 
led  into  the  use  of  bills  of  exchange.  But  bills  of  exchange 
are  of  little  avail  without  a clearing  house  at  which  they  can 
be  balanced,  and  accordingly  clearing  commercial  paper 
became  the  great  function  of  medimval  bankin". 

Before  the  end  of  the  twelfth  century  Venice  and  Florence 
had  become  great  monied  centres,  but  the  two  most  famous 
banks  were  at  Venice  and  Genoa.  The  bank  of  Venice  is 
said  to  have  been  founded  in  1171,  though  little  is  known  of 
its  early  operations;  that  of  Genoa  was  established  in  1407. 
When  developed,  the  system  in  use  everywhere  was  simple 
and  effective. 

In  the  first  place,  before  any  payments  could  be  conven- 
iently made,  it  was  necessary  to  have  a currency  of  recog- 
nized stability,  and  amid  the  multiplicity  of  mediteval 
jurisdictions  not  only  was  the  coinage  involved  in  inextrica- 
ble confusion,  but  it  was  always  more  or  less  degraded  by 
clipping  or  abrasion. 

Accordingly  the  banks  undertook  to  provide  an  ideal  cur- 

' " Histoire  du  Commerce  du  Levant,”  French  trs.,  Vol.  I.,  page  163. 
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rency.  They  received  deposits  of  coin  fresh  from  the  mint 
and  of  full  value,  for  which  they  gave  credits.  This  coin 
was  known  everywhere  as  “ bank  money  ” and  bore  a pre- 
mium ; but  as  its  premium  was  lost  if  it  were  mixed  with 
common  specie  it  w^as  seldom  or  never  withdrawn,  but  w^as 
transferred  on  the  books  of  the  corporation  by  means  of  the 
credits,  which  were  negotiable,  and  were  always  to  be 
bought  in  the  market.  Thus  merchants  in  Ghent,  Paris, 
Barcelona,  or  Jaffa  drew  on  Venice  and  had  their  balances 
settled  through  the  bank  without  the  intervention  of  coin. 
It  has  been  calculated  that  the  effective  power  of  the  cur- 
rency was  multiplied  tenfold  by  this  means. 

But  however  great  may  have  been  the  opportunity  for 
expansion,  it  was  still  too  small  to  keep  pace  with  the  move- 
ment of  the  age,  for  an  intense  activity  was  developed. 
Perhaps  no  subsequent  epoch  has  equalled  the  brilliancy  of 
the  thirteenth  century.  It  was  then  the  French  communes 
had  their  rise,  and  gothic  architecture  culminated.  It  was 
then  that  the  cathedrals  of  Paris  and  Bourges,  of  Chartres 
and  Kheims,  w’ere  built,  and  it  was  then  that  the  glass  of  the 
windows  ot  Sainte  Chapelle  was  a commercial  article.  It 
was  the  golden  age  of  the  University  of  Paris  when  Albert 
the  Great,  Saint  Thomas  Aquinas  and  Koger  Bacon  w^ere 
teaching,  and  when  in  Italy  Saint  Francis  of  Assisi  preached. 
It  was  then  that  the  kingdom  of  France  W'as  organized  under 
Saint  Louis,  and  English  constitutional  government  began 
with  Magna  Charta  ; and  lastly,  it  was  then  that  the  eastern 
trade  first  enriched  the  north,  where  all  Europe  met  at  the 
Fairs  of  Champagne,  and  when,  in  the  south,  the  Venetians 
established  themselves  at  Constantinople.  Such  was  the  first 
great  monetary  expansion  which  followed  upon  the  ages  of 
/ contraction  which  marked  the  death  of  Rome.  But  as  the 
mines  were  not  increasing  the  stock  of  metallic  money,  the 
relief  afforded  by  the  introduction  of  credit  was  only  tempo- 
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vary,  the  volume  of  trade  soon  outgrew  the  capacity  of  the 
currency,  and  prices  once  more  tended  to  fall. 

Adam  Smith  is  now  perhaps  a little  antiquated,  but  he 
collected  some  interesting  figures,  and  as  his  tables  are  sim- 
ple, they  are  easy  to  present.  There  is  no  question  beside 
that  they  substantially  agree  with  the  more  elaborate  inves- 
tigations of  modern  times.  He  computed  the  price  of  wdieat 
during  the  interval  between  1202  and  1597,  both  inclusive, 
and  to  show  the  variations  in  value  he  separated  the  three 
hundred  and  ninety-five  years  into  seven  divisions,  and 
reckoned  the  average  for  each.  The  first  of  these  divisions 
ends  with  1286,  and  thence  forward  “till  after  the  middle  of 
the  sixteenth  century  the  average  price  . . .*  grows  gradu- 
ally lower  and  lower ; and  . . . towards  the  end  of  the 
sixteenth  century  it  begins  to  rise  again.”  ^ 

The  averages  of  these  seven  divisions  are  curious,  and  are 
as  follows,  given  in  English  money  of  the  value  of  1775. 


Years. 


Price  per  quarter  of  wheat. 
£ s (I 


1202- 

1287 

1339 

1423 

1453 

1499 

1561 


1286 

1338 

1416 

■1451 

■1497 

■1560 

1601 


19 

li 

18 

8 

5 

1 

34 

14 

1 

10 

_3 

1 2 

7 

2 


e meagre  there  can  be 


Although  all  meditcval  statistics  ai 
little  doubt  that  the  figures  of  Adam  Smith  represent 
roughly  the  movement  of  prices  during  the  fourteenth  and 
fifteenth  centuries,  and  that  the  movement  was  downward. 
Nor  vere  those  centuries  remarkable  either  for  intellectual 


' “Wealth  of  Nations, ” Ed.  1793,  Book  I.,  Chap.  XI.,  page  289.  See 
also,  “ Agriculture  and  Prices,”  Rogers,  Vol.  IV.,  page  454. 
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activity  or  material  wellbeing.  But  in  1492  Columbus  dis- 
covered America,  and  as  the  stream  of  treasure  slowly 
flowed  into  Europe,  a new  life  dawned.  It  was  the  opening 
of  modern  times.  For  the  first  fifty  years  the  influx  of  the 
precious  metals  was  not  enormous,  but  Potosi  was  opened 
in  1545  and  then  the  flood  of  silver  reached  its  height  and 
the  lull  power  of  the  stimulant  was  felt. 

“Silver  sunk  in  its  real  value,  or  would  exchange  for  a 
smaller  quantity  of  labor  than  before ; and  corn  rose  in  its 
nominal  price,  and  instead  of  being  commonly  sold  for  about 
two  ounces  of  silver  the  quarter,  . . , came  to  be  sold  for 
six  and  eight.”  ' 

Yet  though  there  was  this  great  rise  in  commodities,  the 
relative  values  of  the  precious  metals  remained  unaltered 
during  the  whole  of  the  sixteenth  century,  and  in  1600  the 
ratio  of  gold  to  silver  was  twelve  to  one,  ))recisely  where  it 
had  been  two  hundred  years  before. - 

Nothing  is  more  curious  and  interesting  than  to  watch  the 
impulse  given  to  intellectual  activity  as  the  tide  of  money 
ran  from  south  to  north.  In  1515  Raphael  and  Michael 
Angelo  were  in  their  prime  ; in  1519  Luther  denied  the 
papal  supremacy;  in  1509  Calvin  was  born  at  Noyon,  while 
Shakespeare  did  not  see  the  light  till  1564.  Science  came  a 
little  latter,  for  Galileo  was  not  eminent  much  before  1589, 
and  Kepler  only  took  his  master’s  degree  in  1591. 

Adam  Smith  says  that  the  new  silver  “does  not  seem  to 
have  had  any  very  sensible  effect  upon  the  prices  of  things  in 
England  till  after  1570.”  But  within  twenty-five  years  from 
then  Shakespeare  was  writing  his  plays.  Bacon  was  in  parlia- 
ment, and  Drake  had  become  the  greatest  seaman  of  the 
world.  In  1600  the  merchants  of  London  fouru:led  the  East 

' “ Wealth  of  Nations,”  Ed.  1793,  Book  I.,  Chap.  XI.,  page  300. 

“ “ Edelmetall-Produktion,’'  Soetbeer,  page  120. 


13 


India  Company,  the  first  step  toward  England’s  commercial 
supremacy. 

Yet  though  Potosi  was  the  richest  deposit  of  all  South 
America,  and  though  its  ore  was  poured  into  Europe  when 
it  was  still  poor  and  sparsely  peopled,  and  before  any  of  the 
great  industrial  inventions  had  been  made,  so  great  is  the 
activity  of  the  human  race,  and  so  vast  is  its  power  of  ex- 
panding trade,  that  within  seventy-five  years  the  stimulus 
* was  exhausted.  After  1636  the  “ value  of  silver  . . . seems 

never  to  have  sunk  lower  in  proportion  to  that  of  corn,”  and 
before  the  end  of  the  seventeenth  century  it  had  probably 
begun  to  rise.  ^ 

This  was  the  moment  when  Great  Britain  began  her  great 
development,  for  theretofore  she  had  held  but  a secondary'^ 
place  in  the  family  of  nations.  Her  people  were  beginning 
to  struggle  for  the  great  prize  of  the  eastern  trade  ; her 
industries  were  on  the  brink  of  a mighty  revolution  ; she 
X needed  currency,  and  not  finding  what  she  needed  in  the 

earth,  she  supplied  her  necessities  with  paper.  In  1694  the 
Bank  of  England  was  founded  and  the  issue  of  notes  began  ; 
nor  can  there  be  any  rea.sonable  doubt  that  the  opening  of 
the  great  movement  which,  when  at  its  height,  toward  1775, 
is  known  as  the  industrial  revolution,  was  substantially  coin- 
cident with  the  creation  of  paper  money.  Adam  Smith 
' gives  an  interesting  account  of  the  rapidity  with  which  the 

Scotch  bank  issues  acted  upon  commerce  : — 

“ I have  heard  it  asserted,  that  the  trade  of  the  city  of 
^ Glasgow  doubled  in  about  fifteen  years  after  the  first  erec- 

tion of  the  banks  there  ; and  that  the  trade  of  Scotland  has 
more  than  quadrupled  since  the  first  erection  of  the  two 
public  banks  at  Edinburgh,  of  which  the  one,  called  the 
Bank  of  Scotland,  was  established  by  act  of  parliament  in 
1695  ; the  other,  called  the  Royal  Bank,  bv  royal  charter  in 
1727.”2 

' “ Wealth  of  Nations,”  Ed.  1793,  Book  I.,  Chap.  XI.,  Third  Period. 

^ “ Wealth  of  Nations,”  Ed.  1793,  Book  II.,  Chap.  II.,  page  442. 
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The  eighteenth  century  was  the  period  ot  the  evolution  of 
the  modern  paper  currency  based  upon  the  precious  metals  ; 
it  was  also  a time  of  vast  industrial  expansion  and  intense 
intellectual  activity,  culminating  towards  its  close  in  the 
French  revolution.  At  first  the  lowest  denomination  of 
Bank  of  England  notes  was  twenty  pounds,  which  could 
hardly  have  entered  very  largely  into  circulation  ; nor  was 
the  alteration  in  prices  considerable  for  some  years.  But  in  * 

1759  ten  and  fifteen  pound  notes  were  issued,  and  it  is  a 
curious  coincidence  that  it  was  about  from  the  year  1760 
that  the  industrial  revolution  dates.  In  that  year  coal 
began  to  be  applied  more  successfully  to  smelting  iron, 
and  the  product  rapidly  rose.  In  1774  Watt  succeeded  in 
introducing  his  steam-engine;  between  1770  and  1760, 

Arkwright,  Hargreaves,  and  Crompton  perfected  the  spin- 
ing-jenny  and  the  mule,  and  in  1785  the  })ower  loom  was 
invented.  In  1795,  five-pound  notes  came  into  use. 

Prices  rose  buoyantly.  In  1789  they  were  well  above  ^ 

the  level  they  reached  in  1865,  and,  under  the  stimulus  of 
the  Napoleonic  wars  they  advanced  another  fifty  per  cent, 
attaining  an  altitude  in  1809  probably  never  equalled  before 
or  since. ' 

But  in  1810  a change  began  to  manifest  itself;  the  stimu- 
lus of  the  new  paper  money  seems  to  have  exhausted  itself. 

The  wars  in  South  America  reduced  the  yield  of  the  mines, 
and  before  1815  values  dropped  heavily.  Meanwhile,  a 
subtle  and  almost  imperceptible  change  had  crept  over 
society,  a change  similar  to  that  which  so  strongly  warped 

_ 4 

the  destinies  of  Rome  under  the  later  Caesars.  It  was  the 
advent  of  the  creditor  class.  If  during  the  period  of  the  in- 
dustrial revolution  the  expansion  of  production  had  been 
enormous,  so  had  also  been  the  creation  of  debt.  At  the 
beginning  of  the  Seven  Years  War,  in  1756,  the  national 

’ “ Investigations  in  Currency  and  Finance,”  Jevons,  page  144. 


debt  had  been  £74,575,000,  upon  which  the  annual  charge 
had  been  £2,753,000.  In  1815  it  stood  at  £861,000,000, 
bearing  an  interest  of  £32,  645,000.  And  this  was  but  an 
indication  of  a profound  economic  movement.  It  was  during 
these  years  the  canal  system  was  built,  a work  almost  as 
difficult  and  important  as  the  railroads  ; turnpikes  also  were 
ifnproved,  factories  were  established  upon  an  unheard  of 
scale,  and,  in  a word,  if  the  accumulations  of  the  product 
of  labor  had  been  vast,  so  had  the  realizations  of  that  pro- 
duct in  money,  and  their  investment  in  the  form  of  a 
mortgage  upon  the  future  of  the  world. 

Up  to  this  time  whatever  had  tended  to  facilitate  exchanges'^ 
had  been  received  as  an  umnixed  blessing  to  the  human  race, 
because  it  increased  the  profit  of  the  producer  and  made  the 
struggle  for  life  less  severe.  It  had  been  the  interest  of  no 
powerful  class  to  raise  the  value  of  money  or,  in  other  words, 
to  depress  prices,  because  practically  all  the  world  were 
producers,  and  all  the  world  were  interested  in  obtaining  a 
market  for  what  was  to  be  sold.  Thus  no  one  tried  to  / 
exclude  the  silver  of  Potosi,  no  one  tried  to  stop  the 
issue  of  the  notes  of  the  Bank  of  England,  and  those  notes 
had  multiplied  more  and  more  until  at  last  they  came  to  form 
the  body  of  the  currency.  These  conditions  lasted  down  to 
Waterloo ; but  from  the  day  of  that  victory  the  national 
policy  changed.  America,  also,  was  beginning  to  pro- 
foundly alter  the  economic  balance  of  the  world.  Her 
rapid  growth  brought  England  every  year  more  into  the 
position  of  Lombardy  in  the  thirteenth  century  ; that  is,  it 
made  her  the  geographical  centre  of  e.Kchanges  l)etween  the 
East  and  West.  At  the  peace,  therefore,  she  was  left  in  a 
commanding  attitude  ; her  naval  supremacy  secured  her  the 
carrying  trade,  her  mechanical  inventions  gave  her  nearly 
fifty  years  the  lead  of  Europe  in  industries,  while  the  enor- 
mous surplus  production  she  was  able  to  sell  added  to  her 
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capital  in  money.  She  was  thus  at  once  the  manufacturer, 
the  carrier,  and  the  banker  for  the  world.  Rome  herself 
hardly  enjoyed  greater  commercial  advantages,  and  she  pro- 
ceeded to  use  them  toward  less  favored  peoples,  much  as 
Rome  had  used  hers  toward  Gaul  or  Spain. 

Therefore  if  Locke’s  proposition  be  true  that  the  “ value 
of  money  in  general  is  the  quantity  of  all  the  money  in  the 
world,  in  proportion  to  all  the  trade,”  and  it  be  also  true 
that  by  1815  the  creditor  interest  had  grown  to  be  pre- 
dominant in  England,  the  economic  history  of  the  first  half 
of  this  country  admits  of  easy  explanation.  To  understand 
the  course  of  events,  however,  it  is  necessary  to  bear  in 
mind  the  condition  of  the  currency. 

Speaking  roughly,  after  the  foundation  of  the  Bank  the 
money  of  Great  Britain  became  divided  into  four  portions,  of 
different  degrees  of  credit.  First  came  the  metal  coin,  whose 
unit  was  the  ancient  silver  pound,  with  gold  rated  to  it  at  a 
ratio.  Second  stood  Bank  of  England  notes,  which,  as  they 
practically  had  the  garantee  of  the  government  behind  them, 
generally  were  at  par.  Third,  the  notes  of  the  Scotch  banks. 
The  Scotch  corporations  were  excellently  handled  and  always 
enjoyed  high  credit;  their  notes  went  to  twenty  shillings. 
Lastly  came  the  paper  of  the  English  country  bankers,  which 
ran  as  low  as  five  shillings,  and  as  provincial  banking  had 
always  been  discriminated  against  in  order  to  favor  the  Bank 
of  England,  these  issues,  as  a whole,  were  inferior  to  the 
others. 

In  1777  the  circulation  of  notes  under  five  pounds  had 
been  prohibited  in  England,  but  the  law  seems  not  to  have 
been  very  strictly  enforced;  and  in  1797,  when  specie  pay- 
ments were  suspended  because  of  the  war,  they  were  once 
more  authorized  to  provide  a substitute  for  the  coin  which 
disappeared.  So  long  as  hostilities  continued  production 
was  highly  stimulated,  but  a prostration  followed  the  peace  ; 
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there  was  a sharp  contraction  of  paper,  and  gold  fell  in  1816 
to  £3  18s  M in  notes,  or  to  within  eight  pence  of  the  mint 
price.  It  then  became  clear  that  cash  payments  could  be 
resumed  at  any  time,  and  if  the  creditor  interest  really  pi*e- 
dominated  it  would  be  natural  to  anticipate  that  the  value  of 
the  currency  in  which  payments  should  be  made  would  have 
occupied  the  attention  of  the  legislature. 

To  cause  a currency  of  mixed  paper  and  coin  to  appreciate 
it  is  possible  in  the  first  place  to  reduce  the  quantity  of  the 
coin,  and  then  so  to  limit  the  issues  of  paper  as  to  create  an 
artificial  demand  for  the  precious  metal.  Parliament  began 
by  cutting  the  ancient  monetary  substance  in  half,  discarding 
silver,  and  making  gold  the  measure  of  values.  The  Act 
was  passed  in  1816,  or,  in  other  words,  instantlv.  Havinsr 
thus  established  the  standard,  the  next  step  was  to  enforce 
payment  of  debts  in  it,  and  cash  payments  were  provided 
for  in  1823,  by  Peel’s  Act  of  1819  ; but  in  point  of  fact  the 
date  he  fixed  was  anticipated,  and  resumption  took  place 
May  1,  1821.  So  tar  as  the  coinage  was  concerned  nothino* 
more  could  be  done,  for  the  scarcest  metal  had  been  selected  ; 
but  it  was  still  possible  to  stimulate  the  demand  for  gold  by 
decreasing  the  volume  of  pa[)er. 

The  Act  of  1797,  authorizing  small  notes,  was  limited  to- 
expire  in  1823  ; therefore  so  soon  as  cash  payments  were 
resumed  they  had  to  be  gradually  withdrawn.  What  the 
shrinkage  of  the  country  issue  was  nobody  knows,  but  in 
1819  the  Bank  of  England  had  £7,354,000  in  circulation  in 
notes  less  than  £5,  and  only  £681,000  in  1823,  and  it  is- 
said  that  12,000,000  sovereigns  were  needed  to  fill  the  gap.* 

. This  mass  of  gold  suddenly  withdrawn  from  the  common 
stock  was  about  equivalent  to  the  whole  yield  of  the  mines 
for  the  preceding  seven  or  eight  years,  and  the  shock  was 
felt  throughout  the  world.  In  France  gold  coinage  almost 

' “A  Sketch  of  the  History  of  the  Currency.”  Maclaren,  page  140. 
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ceased.  Only  274,231  louis  were  struck  in  1821,  ’ 22  and  ’ 23, 
the  smallest  mintage  of  any  three  years  since  1803,  save 
those  following  the  Bank  Act  of  1844. 

Prices  dropped  heavily.  According  to  Jevons’ tables  they 
fell  twenty-four  per  cent  between  1819  and  1822  ; but  per- 
haps the  most  curious  commentary  on  what  happened  is  a 
passage  from  Macleod,  written  to  prove  that  contraction  of 
the  currency  had  nothing  to  do  with  the  phenomenon. 

“‘There  was  one  perfectly  satisfiictory  argument  to  show 
that  the  low  prices  of  that  year  had  nothing  to  do  with  the 
Act  of  1819,  namely,  that  the  prices  of  all  sorts  of  agricultural 
produce  were  equally  depressed  all  over  the  continent  of 
Europe  from  the  same  cause.  The  fluctuations,  indeed,  on 
the  continent  were  much  more  violent  than  even  in  England. 

. . . The  same  phenomena  were  observed  in  Italy.  A 
similar  fall,  but  not  to  so  great  an  extent,  took  place  at 
Lisbon.  What  could  the  Act  of  1819  have  to  do  with 
these  places?”^ 

The  spasm  was  too  sharp.  The  severity  of  the  contrac- 
tion had  to  be  relaxed,  and  parliament  was  forced  to  extend 
the  issues  of  small  notes  till  1833.  But  relief  came  too  late  ; 
the  balance  of  the  economic  world  had  been  disturbed, 
sudden  fluctuations  of  values  were  succeeded  by  a drain  of 
trold  which  culminated  in  the  panic  of  1825  ; there  was  a run 
upon  the  Bank,  and  “ it  is  said  that  it  must  have  stopped  pay- 
ment and  that  we  should  have  been  reduced  to  a state  of 
barter,  but  for  a box  full  of  old  one  and  two-pound  notes, 
which  were  discovered  by  accident.”^ 

A profuse  issue  during  four  days  of  upwards  of  £5,000,- 
000  in  notes  ended  the  crisis,  but  a lesson  had  been  learned. 
It  had  been  demonstrated  that  so  long  as  such  effusions  were 
possible  paper  could  cheapen  gold  by  replacing  it  in  the 
market,  and  accordingly  from  that  day  forward  the 

1 “ Theory  and  Practice  of  Banking,”  VoL  II.,  page  84. 

“ History  of  the  Currency,”  Maclaren,  page  161. 
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restriction  of  notes  above  a certain  fixed  limit  to  the  actual 
value  of  the  bullion  on  deposit  became  the  cardinal  principle 
of  Lombard  Street.  Twenty  years  later  the  famous  Samuel 
Loyd,  who  is  now  remembered  as  Lord  Overstone,  was  still 
sneering  at  the  “ parcel  of  old  discarded  one-pound  notes 
. . . drawn  forth  from  a refuse  cellar  in  1825.”* 

So  soon  as  quiet  was  restored  the  first  step  of  the  bankers 
was  to  cause  parliament  to  repeal  the  Act  of  1822,  which 
respited  the  small  notes.  In  England  they  met  with  little 
opposition  and  the  statute  passed  in  1826,  but  when  they 
undertook  to  extend  it  to  Scotland  such  an  outcry  was  raised 
that  the  attempt  was  abandoned.  The  Scoteh  were  then  in 
the  meridian  of  their  productive  period,  and  they  had  no 
intention  of  having  their  industries  stransrled. 

Nevertheless,  this  was  but  a beginning,  the  real  work 
remained  to  be  done,  and  it  was  about  this  time  that 
the  great  banker  was  rising  into  prominence  who,  per- 
haps more  perfectly  than  any  man  who  ever  lived,  repre- 
sented Lombard  Street,  and  who  was  destined  to  dominate 
the  financial  policy  of  the  kingdom  for  nearly  a generation. 

The  father  of  Samuel  Loyd  was  a Welsh  dissenting  minis- 
ter, who,  having  become  a partner  in  a Manchester  house, 
went  to  London  and  founded  the  firm  of  Jones,  Loyd  & Co., 
which  was  afterward  merged  in  the  London  and  Westminster 
Bank,  one  of  the  largest  establishments  in  the  world. 
Samuel  did  not  succeed  his  father  till  1844,  but  lono-  before 
he  was  a leader  of  the  monied  interest.  He  it  was  who  con- 
ceived the  Bank  Act  of  1844  and  who  moulded  the  policy  of 
Sir  Robert  Peel,  and  it  is  therefore  right  he  should  describe 
this  decisive  piece  of  legislation  in  his  own  words  : 

“ A paper-circulation  is  the  substitution  of  paper  ...  in 
the  place  of  the  precious  metals.  The  amount  of  it  ouffht 
therefore  to  be  equal  to  what  would  have  been  the  amount 

’ “ Overstoue  Tracts,”  page  325. 
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of  a metallic  circulation  ; and  of  this  the  best  measure  is  the 
influx  or  efllux  of  bullion.”^ 

“ By  the  provisions  of  that  Act  it  is  permitted  to  issue 
notes  to  the  amount  of  £14,000,000  as  before  — that  is,  with 
no  security  for  the  redemption  of  the  notes  on  demand 
beyond  the  legal  obligation  so  to  redeem  them.  But  all 
fluctuations  in  the  amount  of  notes  issued  beyond  this 
£14,000,000  must  have  direct  reference  to  corresponding 
fluctuations  in  the  amount  of  gold.”- 


Auy  further  extension  of  the  circulation  of  the  country 
banks  was  prohibited,  and  the  next  year  the  statute  was 
substantially  extended  to  Scotland,  except  that  there  the 
one-pound  notes  were  still  allowed. 

Nothino"  could  have  been  more  drastic,  tor  the  currency 
was  thus  absolutely  restricted  to  the  supply  of  gold.  It 
was  even  made  less  elastic  than  the  Venetian  ot  the  thirteenth 
century,  for  that  at  least  had  been  bimetallic.  Every  prom- 
ise to  pay,  above  a fixed  limit,  which  was  issued  by  the 
Bank  of  England,  had  to  be  represented  by  an  equal  amount 


of  o'old  withdrawn  from  commerce  and  stored  in  a vault. 

C 

From  this  time  forward  paper  ceased  to  cheapen  gold  in 
Great  Britain. 

Thus  was  Lord  Overstone’s  object  accomplished ; for  it 
was  his  fixed  determination  to  cause  the  appreciation  ot  the 
monetary  substance  in  which  he  dealt,  and  no  one  ever 
understood  the  problem  more  thoroughly,  or  explained 
more  accurately  the  working  of  the  economic  forces  to  be 
controlled. 


“If  a country  increases  in  population,  in  wealth,  in  enter- 
prise, and  activity,  more  circulating  medium  will  probably 
be  required  to  conduct  its  extended  transactions.  This  de- 
mand for  increased  circulation  will  raise  the  value  of  the 
existing  circulation  ; it  will  beqome  more  scarce  and  more 
valuable  than  the  circulation  of  other  countries  — in  other 
words,  gold  will  rise  in  value  in  England  ; it  will  be  imported 

1 “ Overstone  Tracts,”  page  191.  * ” Overstone  Tracts,”  page  318. 
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from  other  countries  in  which  it  has  not  so  risen  in  value  ; 
and  by  this  import  of  gold  the  amount  of  the  circulation  in 
England  will  be  increased.”^ 

Loyd  comprehended  better,  probably,  than  any  man  then 
living  the  operation  of  the  mighty  lever  of  the  single  stand- 
ard. He  proposed  to  force  down  prices  by  causing  a 
- ’ scarcity  of  money,  and  then  to  restore  the  volume  of  his 

currency  by  the  sacrifice  of  the  producer.  He  explained 
the  principle  with  his  usual  perspicuity  to  the  Secret  Com- 
mittee of  the  House  of  Lords. 

“ Monetary  distress  tends  to  produce  fall  of  prices ; that 
fall  of  prices  encourages  exports  and  diminishes  imports  ; 
consequently  it  tends  to  promote  an  influx  of  bullion.  1 can 
quote  a fact  of  rather  a striking  character,  which  tends  to 
show  that  a contracting  operation  upon  the  circulation  tends 
to  cheapen  the  cost  of  our  manufactured  productions,  and 
therefore  to  increase  our  exports.” - 

The  event  justified  the  diagnosis  of  the  financier.  Be- 
tween 1840  and  1850  prices  fell  twenty -three  per  cent,  and 
with  reason.  The  annual  product  of  the  gold  mines  was 
perhaps  $40,000,000 ; America  was  growing  rapidly ; 
the  railroads  were  absorbinsr  vast  sums.  In  France  but 
5,957  louis  were  struck  in  1845,  and  in  May,  1847,  the 
bank  held  but  300,000  francs  in  gold.  It  had  held  40,000,- 
000  francs  in  January,  1841. 

In  England  the  pressure  W'as  exceedingly  severe.  In  1846 
exchange  became  unfavorable  and  a drain  of  gold  set  in. 
By  the  summer  in  1847  the  situation  had  become  acute,  and 
in  August  the  crash  came.  The  excitment  was  intense  ; 
the  merchants  of  London,  in  a body,  petitioned  for  the  repeal 
of  the  Bank  Act  and  the  partial  restoration  of  silver,  but 
Lord  Overstone  stood  up  resolutely  before  the  storm,  and 
though  he  was  forced  to  concede  a temporary  suspension  of 

^ “ Overstone  Tracts,”  page  3U).  * “ Overstone  Tracts,”  page  573. 
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his  statute,  he  ultimately  suceeeded  in  sustaining  it,  and  in 
defeating  the  movement  toward  bimetallism. 

Nevertheless  the  strain  upon  the  whole  social  system  was 
terrific.  During  those  years  of  sufiering  every  government 
in  Europe  was  tottering,  and  in  looking  back  from  the  dis- 
tance of  half  a century  it  is  difficult  to  resist  the  conclusion 
that  the  policy  of  the  bankers  of  Lombard  Street  was  one 
direct  and  potent  cause  of  the  convulsion  of  1848. 

What  would  have  been  the  result  had  Lord  Overstone 
pursued  his  course  to  its  logical  end  no  man  can  tell,  for 
relief  was  at  hand.  In  June,  1849,  the  first  Californian  gold 
reached  Liver{)ool ; in  four  years  the  annual  production  of 
the  precious  metals  had  trebled,  pros])erity  once  more  set  in, 
discontent  vanished,  [)rices  began  to  rise,  and  though  they 
never  again  attained  to  the  altitude  of  1809,  they  at  least 
reached  that  point  of  moderate  and  substantial  increase  which 
they  showed  before  the  outbreak  of  the  revolutionary  wars. 

Society  had,  however,  profoundly  changed  since  the  dis- 
covery of  Potosi  stimulated  Europe  into  the  efiervescence  of 
the  renaissance,  and  it  must  not  be  supposed  that  the  flood 
of  gold  was  welcomed  with  universal  enthusiasm.  On  the 
contrary  a strong  movement  in  favor  of  silver  monometallism 
at  once  sprung  up,  and  it  is  still  interesting  to  read  the  essay 
of  Chevalier,  in  which  it  is  only  necessary  to  substitute  the 
word  “ silver  ” for  “gold  ” to  have  the  currency  literature  of 
the  present  day  reproduced.  Even  as  it  was,  though  the 
fear  of  an  inflation  of  prices  was  short  lived,  and  the  gold 
fields  soon  showed  signs  of  exhaustion,  Holland  and  Bel- 
gium did  demonetize  gold,  and  Portugal  planted  itself  more 
securely  on  the  silver  basis. 

Moreover,  that  insidious  but  potent  force  which  in  modern 
times  is  always  compassing  contraction,  manifested  itself 
continuously  and  in  the  most  varied  forms.  Ten  years  had 
hardly  elapsed  since  Europe  was  in  the  throes  of  revolution 
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before  an  agitation  began  for  an  unification  of  the  coinage, 
the  cardinal  principle  of  wdiich  was  the  adoption  of  “an 
exclusive  gold  standard.”  And  a resolution  to  this  effect 
was  in  fact  adopted  by  the  conference  held  at  Paris  in  1867, 
although  M.  Mees,  president  of  the  Bank  of  the  Nether- 
lands, protested  against  it  in  these  ominous  words.  It  would 
be  “ inconvenient,”  he  said,  “to  adopt  universally  the  gold 
standard,  because  silver  would  then  only  be  a fractional 
currency,  and  consequently  gold  would  rise  considerably  in 
value.” 1 

The  only  direct  consequence  of  this  conference  seems  to 
have  been  the  demonetization  of  silver  by  the  Scandinavian 
Union,  in  1872,-  for  the  decisive  blow  was  struck  by  Ger- 
many after  the  overthrow  of  France. 

As  the  spoil  of  victory  she  received  an  enormous  indem- 
nity, and  her  government,  perhaps  unconsciously,  was  pro- 
pelled along  the  path  which  led  toward  the  enhancement  of 
her  treasure.  The  Act  of  July  9,  1873,  completed  the  pro- 
visions for  the  isssue  of  the  new  gold  money,  and  for  the 
melting  and  sale  of  the  old  silver  coin.  To  limit  the  amount 
of  metal  which  might  thus  be  thrown  on  her  mints  the  first 
restriction  was  placed  on  the  free  coinage  of  silver  in  France 
on  Sept.  6,  1873,  and  in  1876  the  striking  of  five-franc 
pieces  by  the  Latin  Union  ceased. 

The  whole  strain  of  the  commerce  of  Europe  and  the 
United  States  was  thus  by  degrees  transferred  from  the  old 
composite  monetary  substance  to  gold  alone,  and,  as  Lord 
Overstone  had  foretold  twenty  years  before,  it  began  slowly 
and  surely  to  rise  in  value. 

Silver,  however,  was  still  in  full  use  throughout  the  East, 
and  the  natural  increase  of  the  demand  from  those  countries 
appears  to  have  steadied  its  value  in  relation  to  commod- 

’ Conference  Monetaire  Internationale.  “ Proces-  Verhauxf  page  42. 

2 “ Silver  in  Europe,”  Horton,  page  238. 
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ities,  for  its  purchasing  power  remained  practically  un- 
changed, and  thus  the  phenomenon  which  has  come  more  and 
more  to  absorb  the  attention  of  mankind  is  the  constantly 
accelerating  rate  of  the  rise  of  gold.  Sir  David  Barbour 
relates  how  early  the  Indian  officials  began  pondering  these 
problems  : — 

“When  the  gold  price  of  silver  began  to  fall,  the  opinion 
was  very  generally  entertained  that  the  fall  was  due  to 
increased  production  of  silver.  . . . Attention  was  called  as 
early  as  1876,  by  the  government  of  India,  to  the  fact  that 
it  was  gold  prices  that  vvere  falling,  and  not  silver  prices 
that  were  rising,  and  the  experience  acquired  since  that  year 
has  conclusively  shown  that  the  fall  in  the  gold  price  of  sil- 
ver has  been  accompanied  by  a great  fall  in  gold  prices  and 
not  by  a rise  in  silver  prices.”’ 

The  same  thing  was  observed  soon  afterward  by  Mr. 
Giffen.  He  also  has  remarked  in  one  of  his  essays  : — 

“ The  decline  in  the  value  of  silver  might  also  be  referred 
to  as  proving  a relative  contraction  of  gold.  Gold  and  silver 
being  both  used  as  standard  money,  and  gold  having  become 
more  valuable  than  it  was  relatively  to  silver,  there  must 
either  have  been  contraction  in  gold  or  expansion  in  silver. 
One  or  the  other  event  must  have  happened.  But  there  is 
no  reason  to  believe  in  the  expansion  of  silver,  as  silver 
prices,  though  they  have  risen  as  compared  with  gold  prices, 
have  not  risen  absolutely.” - 

In  1876,  also,  the  relative  values  of  the  precious  metals 
was  made  the  subject  of  an  exhaustive  inquiry  by  our  own 
government,  one  of  the  first  of  those  elaborate  reports  which 
are  now  to  be  found  in  every  language. 

In  short,  between  1873  and  the  present  time,  these  eco- 
nomic phenomena  have  been  subjected  to  the  most  patient 
scrutiny,  and  have  been  examined  with  all  the  resources  of 
modern  science  ; and  if  any  fact  can  ever  be  said  to  be  estab- 

' “ Fiual  Report  of  Gold  and  Silver  Commission.”  Note  by  Mr.  Bar- 
bour, page  13(). 

® “ Essays  in  Finance,”  Second  Series,  page  79,  note. 
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lished  by  observation,  it  is  that  gold  has  increased  very 
largely  in  its  purchasing  power  since  1873,  while  silver 
remained  substantially  constant  to  the  end  of  1892.  In 
1893,  the  repeal  of  the  Sherman  Act  and  the  closure  of 
the  Indian  mints  caused  a profound  disturbance  of  silver 
values,  which  it  is  still  too  early  to  estimate.  Nor,  for 
present  purposes,  is  the  position  of  a precious  metal,  the 
demand  for  which  has  been  artificially  destroyed,  a matter 
of  great  moment ; the  vital  fact  is  the  rise  of  the  standard 
by  which  property  is  measured,  for  this  touches  the  very 

life  of  the  world.  . 

Within  the  last  fifty  years,  since  the  growth  of  America \ 
and  Australia  has  made  London  more  and  more  the  centre 
of  exchanges,  and,  as  it  were,  the  heart  of  the  economic  sys- 
tem, £rold  and  silver  have  flowed  thither  to  be  sent  back 
again  to  distant  communities  which  are  in  the  process  of 
development,  and  the  outflow  largely  takes  the  form  of 
loans.  But  these  loans  have  to  be  repaid,  prineipal  and  in- 
terest, in  gold,  and  as  gold  daily  commands  a larger  and 
laro'er  amount  of  commodities,  the  produce  of  the  debtors 
fails  to  realize  the  necessary  sum  and  they  become  bankrupt. ^ 

The  history  of  the  movement  of  the  gold  supply  during 
I’ecent  years  is  very  curious  and  interesting.  By  1876  the 
strain  had  become  severe ; the  mines  then  yielded  about 
$100,000,000  annually,  of  which  fully  $60,000,000,  it  is 
estimated,  vvere  consumed  in  the  arts,  fifteen  or  twenty 
millions  more  were  regularly  exported  to  Asia,  while  all  the 
great  powers  were  accumulating  treasure  against  a future 
war.  Practically  nothing  was  left  for  coinage,  and  there-  ^ 
fore  the  relative  volume  of  the  currency  began  to  shrink. 

It  would  naturally  have  been  supposed  that  the  exports  of 
gold  from  England  vvould  have  stopped,  and  that  it  would 
have  been  the  weaker  countries,  such  as  Australia,  which 
would  have  suffered  first,  but  this  appears  not  to  have  been 
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the  case.  England  seems  to  have  been  the  point  where  con- 
traction was  experienced  most  sharply,  and  it  was  not  till 
her  population  had  been  squeezed  to  the  limit  of  endurance 
that  the  loaning  of  gold  ceased  and  the  process  of  realiza- 
tion began.  Mr.  Giften  describes  in  a striking  passage  the 
shrinkage  of  the  coinage  under  the  gold  famine  : — 

“In  1861-70  the  annual  gold  coinage  of  the  United  Kins:- 
dom  was  about  5 millions  sterling,  the  amount  in  1871 
being  nearly  10  millions,  and  the  amount  in  1872  being  just 
over  15  millions.  The  average  of  the  period  1874-88 
has  been  one  and  a half  millions  sterling  only,  while  in 
1881-82  there  was  no  coinage  at  all.”^ 

But  the  currency  did  not  merely  stay  stationary,  it  actu- 
ally contracted.  Up  to  1876  England  had  been  a large  im- 
porter of  gold  bullion,  but  in  1877  the  balance  of  trade 
turned,  and  during  the  next  ten  years  her  exports  exceeded 
her  imports  by  £2,259,000.  If  to  this  loss  be  added  the 
consumption  of  coin  melted  for  use  in  the  arts,  which  could 
not  have  been  less  than  live  millions  more,  the  shrinkage 
may,  in  a rough  way,  be  estimated.  The  mint  puts  the 
total  amount  of  the  gold  coin  in  use  at  £102,500,000  ; it 
follows,  therefore,  that  the  currency  must  have  diminished 
about  seven  percent  in  ten  years,  and  this  in  the  face  of 
rapid!}’’  growing  production  and  population. 

The  situation  was  still  further  complicated  l>y  the  return 
of  the  United  States  to  specie  payments.  Up  to  1876  we 
were  exporters  of  gold,  our  shipments  in  1875  having  been 
no  less  than  $53,000,000,  and  in  1876,  $23,000,000 ; in 
1877  they  practically  ceased,  and  in  1878  we  began  to  im- 
port. It  was  in  commenting  on  these  facts  that  Sir  David 
Barbour  made  the  following  calculation  in  1886  : — 

“ It  is  worthy  of  notice  that  while  the  total  yearly  supply  of 
new  gold  to  countries  outside  the  United  States  appears  . . . 
to  have  been  only  £9,672,000  in  recent  years.  Dr.  Soetbeer 


' “Essays  in  Finance,”  Second  Series,  page  25. 
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estimates  the  consumption  of  new  gold  for  industrial  pur- 
poses in  the  same  countries  at  . . . about  £9,835,000  sterling. 

It  follows  from  these  figures  that  the  lotal  supply  of  mone- 
tarv  gold  in  civilized  countries  outside  the  United  States  in 
very  recent  years  must  actually  have  been  diminishing  . . 

Under  such  circumstances  the  suflering  could  not  have 
.been  otherwise  than  severe.  By  1886  prices  had  fallen  about 
f forty  per  cent  below  th(!  level  of  1873.'  The  British  landed 

interest  was  deeply  embarrassed  and  largely  insolvent,  cot- 
ton spinning  had  ceased  to  be  profitable,  while  coal,  iron 
and  shipping  were  deeply  depressed.  It  was  in  this  emer- 
gencv  the  Gold  and  Silver  Commission  was  organized  to 
investigate  the  cause  of  the  disease. 

But  in  1886  the  limit  of  endurance  in  England  seems  to 
have  been  reached.  Belief  was  necessary  and  she  obtained 
it  by  calling  in  her  loans  ; in  1887  her  gold  imports  exceeded 
her  exports  by  £600,000;  in  1888,  by  £800,000;  in  1889, 
by  £3,000,000,  and  in  1890,  by  £9,000,000.  The  effect 
was  to  crush  the  debtors. 

Were  the  operation  of  an  appreciating  currency  equal 
upon  all  men,  little  damage  might  be  done,  but  he  perishes y 
first  who  is  weakest,  and  by  his  ruin  drags  down  the  stronger./' 
The  farmer  is  the  weakest  of  capitalists,  and  therefore  has 
the  least  power  of  resistance  because  he  cannot  suspend  pro- 
duction. In  like  manner,  farm  labor  is  weaker  than  indus- 
trial labor,  because  it  cannot  combine.  Therefore,  agricul- 
tural prices  are  the  most  sensitive,  and  it  is  only  subse- 
(piently  that  manufacturers  suffer  through  the  failure  of 
demand. 

Thus  after  1873  the  first  class  to  be  prostrated  in  England ' 
were  the  landlords,  who  were  very  generally  unable  to  carry 
their  mortgages.  But  the  same  fate  was  certain  sooner  or 

later  to  overtake  all  fiirmers  who  were  debtors,  and  so  soon 

$ - _ . — 

' Gold  and  Silver  Commission,  Final  Report,  page  137. 

“ Sauerbeck’s  Tables. 
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a!^  Great  Britain  began  to  draw  in  her  loans  sharp  distress 
■^visited  Australia. 

Up  to  lb73  Australia  had  been  extraordinarily  prosperous, 
but  like  all  vigorous  and  energetic  communities  she  discounted 
the  future.  Her  staple  is  wool,  jind  it  is,  of  course,  upon 
the  price  of  wool  that  the  paying  capacity  of  the  people  de- 
pends. But  between  1873  and  1888  wool  fell  from  thirty- 
six  cents  a pound  to  sixteen  cents.  The  money  received 
for  the  annual  clip  would  no  longer  cover  the  interest  on  the 
debt,  and  so  early  as  1888  a real  property  crisis  on  a gigan- 
tic scide  thieatened  Melbourne.^  To  escape  bankru[)tcy 
recourse  was  had  to  renewed  borrowing  at  high  rates  of 
interest  from  the  United  Kingdom,  and  by  this  means, 
though  the  situation  was  ultimately  made  more  desperate, 
a short  respite  was  obtained.  The  weakest  spot  gives  first, 
and  the  weakest  proved  to  be  Argentine.  The  loss  caused 
by  falling  prices  had  there  been  aggravated  by  misgovern- 
ment  and  corrupt  financiering,  and  in  the  autumn  of  1890 
the  crash  came  which  broke  the  Barino's. 

Within  a twelvemonth  Australia  had  followed.  In  the 
words  of  the  Economist  in  the  letter  already  cited,  “ building 
societies,  land  banks,  and  institutions  lendinof  on  land  went 
down  before  the  storm”  . . . “there  was  a general  fall  in 
the  market  values  of  agricultural  products”  and  the  outlook 
“became  ominous,  especially  as  the  frightful  burden  of  pub- 
lic and  private  indebtedness  was  . . . recognized.”  Securi- 
ties lost  their  market  value,  40,000  houses  are  to  let  in 
Melbourne,-^  while  during  1892  the  population  of  the  city 
decreased  by  17,132,  “and  since  January  1 last  the  exodus 
has  increased  and  is  continuous.”" 

It  was  while  the  trouble  was  at  its  worst  in  Australia 
that  similar  symptoms  were  developed  here.  Like  Australia, 

* London  Economist,  June  17,  1893,  page  725. 

^Economist,  Jan.  27,  1894. 

^ Economist,  July  8,  1893,  page  817. 
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the  United  States,  confident  in  its  future,  had  borrowed 
heavily,  and  like  Australia  its  means  of  payment  lay  in  its 
farm  products.  What  our  annual  charge  may  be  for  foreign 
interest  is  uncertain,  but  it  is  not  usually  estimated  at  less  than 
$100,000,000.  In  1873,  however,  the  burden  of  debt  was 
not  excessive,  because  of  the  price  at  which  crops  were  sold  ; 
for  example,  in  that  year  American  wheat  brought  $1.85  a 
bushel  in  London,  and  about  $1.15  on  the  farm.  In  1889  it 
had  fallen  to  $1.03  in  London,  and  to  seventy  cents  on  the 
farm.  The  yield  of  1889  was  about  490,000,000  bushels, 
which  therefore  returned  the  grower  $220,000,000  less  in- 
come than  it  would  have  done  sixteen  years  before  ; and  this 
calculation  leaves  out  of  view  altogether  the  loss  to  trans- 
portation companies  through  cheaper  freight  and  their  con- 
sequent reduced  capacity  to  earn  dividends.  Nothing  can 
be  clearer  than  that  the  paying  power  of  the  nation  had  been 
curtailed  nearly  one  third,  and  the  effect  was  visible  in  the 
exchanges.  . 

Between  the  return  to  specie  payments  in  1879,  and  1888  we  ^ 
had  been,  on  the  average,  large  importers  of  gold ; but  the 
moment  England  began  to  call  in  her  loans  we  were  totally 
unable  to  satisfy  her  demands  through  the  sale  of  our  prod- 
ucts, and  we  had  to  pay  the  difference  in  money.  The  sub- 
sequent history  is  only  too  well  known.  The  exports  of 
bullion  went  on  increasing  until,  in  the  spring  of  1893,  the 
treasury  reserve  became  depleted  and  the  panic  began. 

A violent  contraction  set  in,  and  in  the  words  of  Lord 
Overstone,  “ monetary  distress”  produced  a “fall  of  prices.”/ 

As  in  Australia,  agricultural  products  declined  alarmingly. 
The  wheat  of  1893  brought  the  farmer  only  about  fifty-four 
cents,  the  least  which  has  ever  been  known.  What  the  loss 
of  national  income  has  been  upon  the  cereals  and  cotton  can 
be  estimated  by  comparing  this  single  wheat  crop  with  that 
of  1881,  which  was  of  nearly  the  same  size,  and  among  the 
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.last  which  sold  for  generous  prices.  In  1881  the  harvest 
gave  383,000,000  bushels,  and  was  worth  $456,000,000 ; 
last  year  it  gave  396,000,000  bushels,  and  was  worth  $213,- 
000,000.  That  is  to  say,  in  wheat  alone  we  received 
$243,000,000  less  than  in  1881,  a sum  probably  larger 

than  the  debt  we  were  called  upon  to  pay  to  our  creditors 
abroad. 

I It  is  perfectly  evident  that  this  [)rocess  cannot  »o  on  with- 
out  producing  the  direst  misery  to  the  debtor,  culminatiuir 
in  certain  bankruptcy.  It  is  only  necessary  to  glance  ever 
so  slightly  at  the  condition  of  any  debtor  nation  to  compre- 
hend the  straits  to  which  they  are  already  reduced.  India 
cannot  meet  her  interest,  and  her  ministers  of  finance  say 
openly  that  she  is  on  the  road  to  ruin. 

Russia,  which  is  deeply  in  debt,  is  in  a condition  which 
can  be  described  by  no  other  word  than  frightful.  Prices 
have  there  been  forced  so  low  that  the  |)easant  is  left  with 
the  narrowest  rnar’gin  of  profit  on  which  to  live  ; so  narrow, 
indeed,  that  any  failur'e  of  his  cr’op  meatrs  starvation,  and 
accordingly  famine  has  been  chr'onic  within  the  empire  for  at 
least  ten  years.  Food  may  be  plenty  and  cheap,  and  yet 
the  people  be  too  poor  to  buy ; and  actually,  in  one  village 
where  the  national  rye  bread  was  selling  at  a cent  and  a half 

a pound,  a traveller  found  the  whole  popirlation  rotting  with 
hunger  typhus. ' 

Forty-five  per  cent  of  the  Russian  exports  are  in  o-rain 
and  with  wheat  depreciated  one  half,  the  peasantry  have  to 
contribute  two  bushels  toward  taxes,  where  formerly  thev' 
gave  one.  Of  course,  under  such  pressure,  the  crop  is 
forced  on  the  market  to  fetch  what  it  may. 

rile  case  ot  Italy  is  little  better.  The  country  is  much 
embarrassed  ; the  debt  creates  an  interest  charge  of  about 
fourteen  shillings  per  head  of  the  population,  which  is  hi<rher 


Through  Famiue-Stricken  Russia,”  Steveni,  page  120. 
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than  the  rate  of  the  United  Kingdom,  and  this  estimate 
does  not  include  municipal  or  provincial  obligations.  The 
drain  upon  the  peasantry  is  always  increasing  and  already 
has  reduced  them  to  the  last  extremities  of  suftering.  To 
give  some  idea  of  the  distress  I quote  from  the  correspond- 
ent of  the  London  Daily  Chronicle,  who  has  lateh'  been  in- 
vestigating the  subject : — 

“The  general  cause  of  all  these  troubles  in  Sicily  and  else- 
where is  the  starvation  and  misery  to  which  the  laborers 
have  been  reduced.  The  immediate  cause  of  the  late  out- 
break in  Puglia  was  a continuance  of  wet  weather,  which 
prevented  the  peasants  . . . from  getting  any  wages.  As  they 
only  get  about  forty  centimes  a day  they  cannot  save  for  a 
rainy  day.  The  low  rate  of  wages,  again,  is  caused  by  the 
fall  in  the  value  of  agricultural  produce.  . . . The  abun- 
dant crop  of  grapes  of  last  year  was  left  to  rot  on  the  vines, 
and  the  vineyards  are  now  being  stubbed  up  to  sow  wheat 
again.  But  the  low  price  of  wheat  prevents  its  being  grown 
at  a profit.  Yet  the  price  of  bread,  owing  to  taxes  and 
middlemen’s  profits,  is  too  dear  for  the  peasant  of  Puglia. 
His  food  consists  of  beans  eaten  without  salt,  because  the 
government  monopoly  makes  salt  a luxury. 

The  same  state  of  things  exists  in  other  parts  of  Italy  ; in 
Romagna,  Emilia,  and  in  all  the  great  valley  of  the  Po,  the 
richest  land  in  Europe.  . . . His  [the  peasant’s]  food  con- 
sists of  polenta  or  maize  fiour,  of  bad  quality,  and  this  pro- 
duces the  Pellagra,  a ten’ible  skin  disease,  which  is  steadily 

on  the  increase  in  Northern  Italv.’” 

%/ 

Lord  Overstone  expressed  the  o))inion  that  “monetaiw 
distress,  by  breaking  down  prices,  encourages  exports  ; ” and 
here  alone,  in  all  his  reasoning,  experience  has  proved  that 
eminent  financier  to  have  been  wrong.  Monetary  distress 
does  not  encourage  exports,  because  when  all  the  world  is 
poor  no  one  can  buy. 

Take  the  case  of  England.  The  prices  of  her  manufactures 
have  fallen,  but  we,  who  are  among  her  best  customers,  have 
several  hundred  millions  of  dollars  a year  less  to  spend. 


’ “Londou  Chronicle"'  Feb.  23,  1894. 


the  basis  of  society  ; ruin  that  and  no  one  can  prosper.  The 
agricultural  income  of  England  is  perhaps  $260,000,000  less 
than  it  would  be  reckoned  on  the  scale  of  1873,  and  the 
result  is  that  land  is  going  out  of  cultivation,  and  the  rural 
population  is  migrating  to  the  cities  for  work.  It  was  in 
evidence  before  the  Gold  and  Silver  Commission  that  popu- 
lation in  Lancashire  was  growing  four  times  as  fast  as  em- 
ployment. The  consequence  is,  that  at  the  precise  moment 
when  the  demand  for  commodities  is  checked  the  quantity 
of  labor  increases  most  rapidly,  and  as  the  struggle  for  life 
is  thus  steadily  intensitied,  ever  larger  numbers  are  thrust 
down  into  the  dens  of  eastern  London,  there  to  slowly  perish 
from  inanition. 

The  symptoms  of  this  creeping  paralysis  are  but  too  evi- 
dent. The  Econohiist  of  Aug.  26,  1893,  says,  that  “the  cus- 
toms and  excise  returns  bear  unmistakable  evidence  of  a 
curtailment  of  the  purchasing  power  of  the  community;” 
and  last  year,  at  the  lowest  prices  ever  known.  Great  Britain 
actuall}'  bought  1,000,000  cwts.  less  of  wheat  and  wheat 
Hour  than  the  year  before,  though  her  population  is  fast 
increasing,  “and  the  crops  were  among  the  worst  grown 
within  the  memory  of  living  man.”’  Though  the  nominal 
daily  wage  may  be  maintained,  the  surplus  of  labor  causes 
the  individual  competitor  in  the  wage  market  to  lose  time  ; 
or,  to  put  it  in  anothei-  way,  the  wage  fund  does  not  grow  in 
proportion  to  the  increase  of  those  among  whom  it  must  be 
divided.  The  consequence  has  been  a scries  of  the  longest, 
tiercest  and  most  disastrous  strikes  in  history,  which  culmi- 
nated last  summer  in  the  coal  mining  troubles  in  the  Midland 
Counties,  which  approached  a social  convulsion. 

On  the  other  hand,  the  owner  of  productive  property  is 
tlriven  to  the  wall,  for  though  the  price  at  which  he  can  sell 

^ Economist,  Jan.  13,  1894. 
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his  commoditv  declines,  wages  are  maintained  bv  the  unions  ; 
and  though  the  workmen  mav  be  starving  because  of  the 
irregularity  of  employment,  the  pay  roll  stays  the  same. 
The  mines  of  the  Midlands  really  seem  to  have  been  show- 

4/ 

ing  a loss  when  the  men  left  the  pits,  and  the  best  cotton 
mills  of  Lancashire  have  not  averaged  moi>e  than  one  per 
cent  of  profit  applicable  to  dividends  for  several  years. 

Ap})roached  thus,  from  the  historical  standpoint,  the  evi- 
dence seems  conclusive  that  the  disease  which  is  devouring  the 
world  is  an  appreciating  debt,  and  if  this  be  true  it  is  a 
disease  which  does  not  admit  of  a local  remedv.  So  long  as 

V 

the  obligation  of  contracts  is  unimpaired  the  mere  passage  of 
a country  from  a gold  basis,  to  a basis  of  silver  or  paper,  does 
not  a])})ear  to  afibrd  relief.  India,  Russia,  and  Italy  are  as 
hard  pressed  as  Australia  or  the  United  States.  If  a single 
nation  is  to  free  itself  from  the  common  lot  it  must  be  bv 
the  1‘epudiation  of  gold  debts.  Therefore  the  re-establish- 
ment of  an  elastic  currency  by  the.  restoration  of  silver  to  its 
ancient  ])lace,  through  international  agreement,  is  the  best 
hope  for  the  world,  though  probably,  even  with  silver  freely 
coined  at  the  old  ratio  of  fifteen  and  a half  to  one,  contrac- 
tion would  still  go  on  in  a mitigated  form.  Some  years 
ago  Mr.  Girt'en  calculated  that  with  bimetallism  values 
would  have  shrunk  about  ten  per  cent  since  1873,  and  the 
disparity  between  the  increase  of  the  yield  of  the  mines 
and  the  growth  of  commerce  is  always  tending  to  enlarge. 
The  sum  is  simple  and  the  figures  are  accessible. 

In  June,  1849,  the  first  Californian  gold  reached  Euro[)e. 
In  that  year  the  total  product  of  the  precious  metals  was 
$66,100,000.  Twenty-oue  years  later  in  1S70,  the  annual  yield 
of  gold  and  silver  reached  $158,425,000,  or  had  increased 
about  one  hundred  and  forty  per  cent. 

Taking  1871  as  the  first  year  of  a second  period,  with  a 
total  i)roduct  of  $168,050,000,  and  comparing  it  with  1892, 
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after  another  interval  of  twenty-one  years,  and  the  falling  oil 
in  the  rate  of  production  is  very  marked  ; for  in  1892  the 
mines  yielded  but  $327,422,000,  or  an  advance  over  1871 
of  only  about  ninety-five  per  cent.  And  yet  nothing  is 
more  certain  than  that  the  relative  expansion  of  trade  was 
very  much  greater  in  the  second  period  than  in  the  first.' 

The  inference  is  that  “the  quantity  ol  all  the  money  in  the 


world would  have  contracted  “ in  proportion  to  all  the 
trade,’’  and  that  the  phenomenon  of  falling  prices  would  still 
have  been  developed,  though  in  a much  mitigated  form.  At 
all  events,  however,  the  relief  of  bimetallism  would  be 
enouirh  to  solve  the  problem  for  the  ireneration  now  livinir. 

Thus  the  restoration  of  silver  becomes  the  most  vital  issue 
of  our  age,  for  the  gold  standard  seems  to  involve  more  than 
mere  financial  embarras^ment,  it  aj)i)arently  strikes  at  the 
root  of  the  social  system.  Pressure  is  producing  snfi'ering, 
and  suri’erimr  discontent.  There  is  nihilism  in  Russia  : a<>ra- 
rian  insurrection  in  Italy ; anarchism  in  France  and  8i)ain  ; 
socialism  in  England  and  Germanv. 

Confronting  this  deej)  and  bitter  fermentation  stands  the 
class  personified  by  Lord  Overstone,  whose  home  is  Lombard 
Street,  and  who  have  for  so  many  years  swayed  the  destiny 
of  the  world.  That  class  is  now  represented  more  perfectly, 
perhaps,  by  Mr.  Bertram  Currie,  of  London,  than  by  any 
other  man,  and  in  1887,  when  he  ajipeared  before  the  Gold 
and  Silver  Commission,  Air.  Currie  defined  his  attitude  in 
these  words  : — 

(J.  But  I think  you  said  that  a demand  for  gold  increased 
its  value.  If  there  were  a fresh  demand  l>y  America,  [j‘efer- 
rinff  to  the  Amerk-an  imports']  gold  must  pro  tanto  have 
increased  in  value. 

G.  But  what  evil  is  done  therebv  if  it  has? 

Q.  Do  you  think  that  a fall  of  prices  due  to  an  apprecia- 
tion of  the  standard  is  no  evil  ? 

’ The  hgures  are  taken  from  tlie  tables  iniblished  by  the  mint,  Aug.  16, 
1863. 
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A.  1 think  a fall  in  prices  is  no  evil. 

Q.  A fall  of  prices  due  to  a cheaper  production  of  com- 
modities would  be  a train? 

A.  I ask  no  questions  as  a consumer.  A fall  in  prices 
benefits  me. 

Q.  . . . Is  it  not  a fact  that  owing  to  the  low  prices,  large 
tracts  of  countrv  that  were  formerly  profitably  cultivated  in 
Entrland  have  trone  out  of  cultivation  and  are  now  producintr 

~ cT  tv.. 

nothins:  ? 

O 

A.  If  that  is  so  it  is  because  they  are  unsuitcd  to  the 
l>roduction  of  these  commodities. 

Q.  But  I am  sjieaking  of  land  which  jiroduced  those 
commodities  at  great  jirofit  not  very  long  ago? 

G.  That  is  the  general  fate  of  mankind.  Somebody  else 
has  found  that  he  can  produce  them  cheaper  and  better.  . . . 
I know  the  feeling  of  the  class  to  which  I belong,  and 
I know  that  any  change  is  diametrically  opposed  to  our  feel- 
ings, and  that  whatever  change  is  made,  to  whatever  extent 
we  can,  we  will  be  clear  of  it.  If  we  lend  a man  £1,000, 
we  will  say  to  him,  "Understand  we  are  not  to  be  paid  back 
in  this  new  stutf,  we  must  have  gold.’’* 

1 Royal  Coiiiniission  on  Gold  and  Silver.  Kvideiice  of  Mr.  Bertram  AV. 
Currie. 
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